STATE OF CALIFORNIA
DEPARTMENT OF INSURANCE
45 Fremont Street, 21% Floor
San Francisco, California 94105

October 4, 2004 File No. RH03029740

CALIFORNIA CODE OF REGULATIONS, TITLE 10.
CHAPTER 5, SUBCHAPTER 2

ADOPT ARTICLE 1.3TO READ:
ARTICLE 1.3 MANDATED BENEFITSANALYSISREGULATIONS
Section 2218.60 Definitions

@ Theterm “health insurer” means any disability insurer that issues a policy of
“health insurance” asdefined in California I nsurance Code Section 106.

(b) Theterm “number of covered lives’ meansthe sum of all named insureds
and all covered dependentsinsured by a health insurer.

(c) Theterm “percent tototal ratio” meansthetotal number of covered lives
insured by a health insurer in the state of California divided by the total number of
covered livesinsured by all health insurersin the state of California.

d) Theterm “total need” meansthe dollar amount the Department of Insurance
has determined that it isresponsible for and has stipulated in order to fund the
University of California study of mandated benefitsrequired by California Health
and Safety Code Section 127760.

Section 2218.61 Assessment of Fee

€)] Each health insurer shall be assessed, and shall pay, afeein an amount
determined by the formula set forth in Section 2218.62 for each policy written in
Californiafor insurance or group disability insurance that provides coverage for
hospital, medical, or surgical benefits.

(b)  The Commissioner shall calculate and levy an assessment of all health
insurersequal to the appropriation contained in the State Budget for the
administrative and operational costsarising from the provisions of Chapter 7
(commencing with Section 127660), Part 2 of Division 107 of the Health and Safety
Code plusor minus such amounts asthe Commissioner deems necessary as a
contingency against unanticipated fluctuationsin expenditures and revenues and
plusor minus such amounts as the Commissioner deems necessary to correct for
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over-collections or under-collectionsin prior years.

(c) The Commissioner may adjust the amount set forth in (b) above as necessary
to minimize costs by excluding assessment amountsthat aretoo small to justify the
cost of such assessment and collection or if such assessment or collection is
impractical.

Section 2218.62 Formulafor Calculating Fee

@ Theformulafor calculating the fee assessed from each health insurer set
forth pursuant to 2218.61 shall be based on the number of covered livesinsured by a
health insurer in the calendar year preceding thefirst day of thefiscal year in which
the assessment is made, calculated by annual statement line of insurance.

(b)  Theformulafor calculating the fee asdescribed in Section 2218.61 isas
follows: Theaggregate of all covered livesinsured by an insurer will be used to
deter mine a percent-to-total ratio for each insurer. Thisratio will be multiplied by
thetotal need asdefined in (d) to calculate the amount of the fee to be assessed to
each insurer.

Section 2218.63 I ssuance of I nvoice and Disposition of Assessment Proceeds

@ The Department of Insurance shall issue an invoice to each health insurer
setting forth the amount of the assessment owed.

(b)  Theinvoice described in Section 2218.63(a) shall assess a fee calculated in the
manner described at 2218.62(a) from each health insurer for the Fiscal Y ears 2002-
2003 and 2003-04. Separate invoices shall beissued for Fiscal Years 2004-05 and
2005-06, respectively.

(© Any set forth in theinvoice described in 2218.63(a) shall be due and payable
upon receipt and shall be considered delinquent if the total amount invoiced is not
received within 45 days of the date that theinvoice isissued.

(d) Fees assessed and collected pursuant to this section shall be deposited in the
Health Care Benefits Fund for the sole purpose of collecting and disbursing funds
for the administrative and operational costs arising from the provisions of Chapter
7 (commencing with Section 127660), Part 2 of Division 107 of the Health and Safety
Code.

Authority cited: California Health & Safety Code Section 127660-4.
Reference: California lnsurance Code Section 106.
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